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May 18, 2009 e el

Arizona Corporation Commission
Docket Control

1200 W Washington Street
Phoenix, AZ 85007

RE: Comments of EnerNOC, Inc. in the Docket for the Investigation of Regulatory and Rate
Incentives for Gas & Electric Utilities.

DOCKET No. E-00000J-08-0314 ) &- (X)O@C*OB-OBD.{/

EnerNOC, Inc., respectfully submits the attached comments in the investigation of Regulatory
and Rate Incentives for Gas & Electric Utilities.

| hereby certify that 13 copies of this Notice of Intervention have been mailed to the docket
office and to the parties of record in this docket.

Sincerely,

Arizona Corporation Commission

Mona Tierney-Lloyd DO‘CE’(FTED

Sr. Manager Western Regulatory Affairs

EnerNOC, Inc. i 99 90
Cayucos, CA 93430 DOCKETE 7
(415) 238 3788 CRETED BY \\%\\\

CC: Arizona Corporation Commission (13}
Lyn Farmer

Janice Alward

Ernest Johnson

Parties of Record
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COPY of the foregoing was mailed or emailed

this 19" day of May, 2009, to:

Service List E-00000J-08-0314

Contact

Company

Address

City, State Zip

Brooks Congdon

Southwest Gas
Corporation

5241 Spring Mountain
Road (Mailstop: LVB-

Las Vegas, Nevada
89150

120}

Barbara Klemstine P.0O. Box 53999, Mail Phoenix, Arizona
Station 9708 85072-3999

C. Webb Crockett 3003 N, Central Ave.— | Phoenix, Arizona
2600 85012-2913

Washington, Suite 220

Carl Albrecht Garkane Energy P.O. Box 465 Loa, Utah 84747
Cooperative, Inc.

Caroline Gardiner P.0. Box 930 Marana, Arizona

85653

Creden Huber Sulphur Springs Valley | P.0. Box 820 Wilcox, Arizona 82311
Electric Cooperative,
Inc.

Daniel Pozefsky 1110 West Phoenix, Arizona

85007

David Couture

220 W. 6th St. P.O. Box

Tucson, Arizona

Electric Company

711 85702-0711
David Berry P.0. Box 1064 Scottsdale, Arizona
85252-1064
Dennis True Morenci Water and P.0. Box 68 Morenci, Arizona

85540

Douglas Mann

Semstream Arizona

200 W. Longhorn

Payson, Arizona

Propane, L.L.C. 85541
Ernest Johnson Arizona Corporation 1200 W. Washington Phoenix, Arizona
Commission 85007-2927
Gary Grim Arizona Electric Power | P.O.Box 670 Benson, Arizona
Cooperative, Inc. 85602

Gary Yaquinto

Arizona Utiltiy
Investors Association

2100 North Central
Avenue, Suite 210

Phoenix, Arizona
85004

Jack Shilling

Duncan Valley Electric
Cooperative's Gas
Division

PO Box 440

Duncan, Arizona
85534-0440

Janice Alward

1200 W. Washington

Phoenix, Arizona
85007

Jay Moyes 1850 N. Central Ave. - | Phoenix, Arizona
1100 85004
Jeff Schlegel 1167 W. Samalayuca Tucson, Arizona
Dr. 85704-3224
Jeffrey Woner K.R. SALINE & ASSOC., | 160 N. Pasadena, Suite | Mesa, Arizona 85201
PLC 101
John Wallace 120 N. 44th St. - 100 Phoenix, Arizona

85034

Justin Brown

Southwest Gas
Corporation

5421 Spring Mountain
Rd.

Las Vegas, Nevada
89150

Ladel Laub

Dixie-Escalante Rural
Electric Association,
Inc.

71 East Highway 56

Beryl, Utah 84714

Larry Robertson, Jr. P.O. Box 1448 Tubac, Arizona 85646
Laura Sanchez 1500 Lomas Blvd. NW Suite B Albuquerque, New
Mexico 87104
Lyn Farmer Arizona Corporation 1200 W. Washington Phoenix, Arizona
Commission 85007-2927
Marcus Middleton P.O. Box 245 Bagdad, Arizona
86321
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Michael Kurtz

36 E. Seventh St. -
2110

Cincinnati, Ohio 45202

Michael Patten

Roshka DewWulf &
Patten, PLC

One Arizona Center /
400 E. Van Buren St. -
800

Phoenix, Arizona
85004

Michael Curtis

501 East Thomas Road

Phoenix, Arizona
85012-3205

Michael Fletcher

Columbus Electric
Cooperative, Inc.

P.0. Box 631

Deming, New Mexico
88031

Michael Grant

2575 E. Camelback Rd.

Phoenix, Arizona
85016-9225

Mona Tierney-Lloyd EnerNOC, Inc. P.0.Box 378 Cayucos, California
93430
Paul Griffes Mohave Electric P.0. Box 1045 Bullhead City, Arizona
Cooperative, Inc. 86430
Paul O'Dair Navopache Electric 1878 W. White Mtn. Lakeside, Arizona
Cooperative, Inc. Blvd. 85929
Randy Sable Southwest Gas 5241 Spring Mountain | Las Vegas, Nevada

Corporation

Road (Mailstop: LVB-
105)

89150

Raymond Heyman

Unisource Energy
Corporation

One S. Church - 1820

Tucson, Arizona 85701

Richard Adkerson Ajo Improvement P.O. Drawer 9 Ajo, Arizona 85321
Company

Graham County Russ Barney P.0. Drawer B Pima, Arizona 85543

Utilities, Inc.

Scott Canty The Hopi Tribe P.0. Box 123 Kykotsmavi, Arizona

86039

Thomas Mumaw

P.0. Box 53999,

Phoenix, Arizona

Station 9905 85072-3999
Timothy Hogan 202 E. McDowell Rd. — | Phoenix, Arizona
153 85004
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Docket No. E-00000J-08-0314/G-00000C-08-0314

Comments of EnerNOC, Inc. in advance of May 20, 2009
Technical Working Group Meeting

EnerNOC appreciates the opportunity to present comments in advance of the May 20™
Technical Working Group Meeting,

EnerNOC has been granted intervenor status in this docket in which it asked the Arizona
Corporation Commission (“ACC” or “Commission”) to include demand response
alongside its examination of energy efficiency targets. EnerNOC is fully supportive of
the ACC’s desire to increase the amount of energy efficiency savings resulting from
utility program measures and individual customer actions. These measures are important
to ensure that existing resources are used efficiently, to defer investment in new
generation, transmission and/or distribution facilities, to reduce carbon and greenhouse
gas emissions, and to dampen energy rate increases to maintain the economic viability of
Arizona’s residents and businesses. There are many good policy reasons to support
energy efficiency.

These good policy reasons apply equally in support of demand response programs. In
fact, while energy efficiency efforts will provide annual MWh savings, demand response
is targeted specifically to reduce peak demand requirements (MWs). For many utility
systems, 10% of the utility resources are procured or built to meet 1% of the annual
hours. As Arizona’s demand is expected to grow significantly, doubling, over the next
two decades, it will be equally as important to reduce the peak demand, through demand
response measures, as to reduce annual requirements through energy efficiency savings.
Peak demand reductions can translate directly into deferred investments for peaking
facilities. Peaking facilities may be among the most expensive, least efficient and,
potentially, most polluting resources in a utility’s supply stack. So peak reductions may
reduce overall generation/procurement costs, thereby keeping overall utility rates lower,
and may also result in lower greenhouse gas emissions.

Several states have already passed legislation that includes peak load reduction targets' or
directive language to the state public utilities commission to report back on the capability
to incorporate targets for peak load reductions. In addition, the Energy Independence and
Securities Act (EISA) of 2007 requires state commissions to report on their assessment of
aligning utility incentives with increasing energy efficiency measures, including
examination of demand response. Further, EISA requires state commissions to report on
their consideration of adopting smart grid technologies, within which demand response is
defined as part of smart grid. Lastly, there is consideration of federal legislation in the
House of Representatives that includes peak demand reduction targets alongside an
energy efficiency standard, a renewable portfolio standard and a carbon cap and trade
proposal.

As the ACC is still in the process of exploring information in formulating its rulemaking,
EnerNOC would strongly encourage the ACC to explore demand response on a parallel
path with energy efficiency targets and program development. EnerNOC would

! See attached Appendix A.
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recommend setting an annual demand reduction target somewhere around .75% and 1%
per year.

EnerNOC currently provides over 3000 MW of demand response programs to 12 state
and federally regulated entities” and in organized markets to 2,000 customers at over
5,000 customer sites. EnerNOC provides a guaranteed demand reduction to the utility,
when called upon, for a particular number of hours per year in exchange for a capacity
and energy payment. EnerNOC then identifies commercial, industrial and institutional
customers, with the cooperation of the utility, who are capable of reducing their demand
when notified. EnerNOC pays the customer for their response. EnerNOC has a
sophisticated network operating center (“NOC”) that provides visibility to the customer
location, can send a notification to the customer to curtail, can monitor the customer’s
response in real-time and can notify the customer when the event has ended. The utility
can call the event for any reason (i.e. peak demand, emergency outage,
transmission/distribution outage, etc.), so long as it is within the number of hours
provided under contract.

There are no upfront costs to the customer and the customer receives a payment for their
response. Further, the customer receives access to their actual data, so they can see the
result of their response on their demand. This access to individual data raises customer
awareness, and in some instances, is the impetus for taking further actions to improve the
efficient utilization of energy on premises in other ways. For example, EnerNOC also
offers an innovative energy efficiency service called Monitoring Based Commissioning
(MBCx). Demand response often provides a gateway for customers to implement MBCx
on premises. MBCx is a monitoring service which identifies no-cost or low-cost ways to
increase energy efficiency at commercial and institutional facilities by real-time
monitoring of lighting and HVAC equipment. MBCx is an example of the potential for
additional enhancements in energy efficiency to be achieved through advances in
technology at low cost to consumers. Customer payments from demand response may
also be used to offset the up-front costs of other types of energy efficiency measures,
improving the attractiveness of these investments.

Comments Related to Technical Working Group Topics:
1. Effect on IRP:

Demand response would defer or reduce the need to purchase supplies or build new
peaking generation to meet peak demand (MW). Additional energy efficiency
reductions would reduce the amount of energy (MWh) the utility would need to
generate or purchase. Long-range planning should include the ability to defer or
offset the need for additional generation through energy efficiency and demand
response.

? See attached Appendix B
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2. Impact on Bills:

For customers participating in demand response, the customer reduces the purchases
from the utility for on-peak capacity and energy. The customer also receives a
payment for their ability to reduce their demand in response to event notifications
sent to EnerNOC from the utility. To the extent the demand reduction resulted in
deferring the need for infrastructure upgrades, new generation addition or incremental
purchases, there is a benefit to the entire system of the avoided cost of that purchase
or investment.

3. Effect on Procurement Practices:

Cost-effective demand response and energy efficiency become part of the resource
stack for utilities, displacing higher cost resource options. Utilities have an interest in
keeping their rates competitive so as not to encourage their business customers to
seek lower costs of doing business elsewhere. Not only does demand response have
the potential to reduce the procurement costs for participants, by reducing demand
during peak periods and receiving a participation payment, but, to the extent demand
response is cost-effective relative to the alternative, all consumers on the system
benefit. It is a win-win. APS’s market potential study indicated that pursuing energy
efficiency was cost beneficial in relation to traditional resource alternatives. The
same analysis would apply to avoiding new peak demand resources.

4. What Utilities would do Differently:

Again, target requirements create a new consciousness around the cost-effective
options available to the utility in place of installing or procuring additional peaking
resources or to deploying less-efficient, polluting and costly existing peaking
resources.

5. Research and Data Decoupling

EnerNOC believes that the energy industry is on the brink of a significant change in
the way that it functions due to data access. Access to and the availability of
enhanced, real-time information regarding system conditions, prices, resources, and
demand data at the customer premises or on the system create an opportunity to
increase customer awareness and the opportunity to provide better service more
efficiently than was ever possible until now. Customers, who have access to real-
time information, can make informed choices about their desire to consume or curtail.
They can make more informed choices about their own energy infrastructure
investments decisions, armed with better information about the real cost and payback
of those decisions.

EnerNOC is aware that the Arizona Corporation Commission has not, yet, launched
an investigation regarding smart grid. However, since the ACC is contemplating
establishing energy efficiency targets, EnerNOC respectfully suggests that the
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Commission take notice of the potential that information and technology may play in
relation to energy efficiency and demand response in the not-too-distant future.
EnerNOC deploys state-of-the-art information and communications technologies in
providing services to customers.

As the introduction of new technologies will be evolutionary, EnerNOC strongly
recommends that the ACC maintains some flexibility in its rules that would
accommodate the ability to revise its policies and goals as our understanding of the
capabilities of technology and data relative to energy becomes more evident.

6. Types of Incentives and Decoupling

EnerNOC is not offering any specific comments relative to this section at this time.
However, EnerNOC believes it is important to eliminate disincentives for utilities to
pursue cost-effective energy efficiency or demand response.

7. What is happening in other Jurisdictions

In the attached Appendix A are examples of recent legislative and regulatory
initiatives to incorporate peak demand reduction targets alongside establishing energy
efficiency goals and/or incorporation of renewable standards. While Arizona appears
ready to set an aggressive target for energy efficiency energy reductions in
comparison with to other states, the state should also consider peak load reduction
targets alongside the energy efficiency goals, as several states are doing, and, as may
be required if the federal legislation is passed.

In terms of new, technology-enabled energy efficiency opportunities, EnerNOC has
been selected by PG&E and SCE to offer MBCx through their most recent energy
efficiency solicitations, currently pending CPUC review and approval. MBCx
identifies energy savings that would not be identified through traditional programs.

EnerNOC has been approved by the relevant regulatory authorities to provide demand
response to all of the entities represented in Appendix B.
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Appendix A

State Legislatures or Commissions Which Have
Adopted Peak Reduction Laws or Rules

OH SB 221 (July 2008)
v Utilities are required to submit plans to achieve peak reductions of
1%, beginning in 2009, increasing that reduction by .75% each
successive year through 2018

PA SB 119 (October 2008)
* By May 2013, electric distribution companies must demonstrate a
4.5% reduction in the top 100 hours of demand relative to year-
ending May 2008

NY PSC Order
» Requires Consolidated Edison to file, by May 2009, a proposal to
increase demand response in New York City in order to offset new
generation for peaking requirements.

VA SB 1348 (April 2009)

» Directed the state commission to determine cost-effective
achievable energy efficiency and demand response targets that can
be administered by the utilities

» State Commission must report to the governor and the legislature
by November 15, 2009

CA CPUC Loading Order
» Requires utilities to meet their resource requirements first through
cost-effective, achievable energy efficiency and demand response.
= Air Resources Board established a 5% target for demand response
as part of the scoping plan to meet greenhouse gas emissions
reduction targets.

CO HB 1037 (2007) _

» “The Commission shall establish energy savings and peak demand
reduction goals...the energy savings and peak demand reduction
goals shall be at least five percent of the utility’s retail system peak
demand measured in megawatts in the base year and at least five
percent of the utility’s retail energy sales measured in megawatt-
hours in the base year. The base year shall be 2006.”
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Appendix B

BILATERAL CONTRACTS ~ REGULATED UTILITIES

Burlington Electric Department

(V1)

10 MW, 4 year contract

Idaho Power

65 MW, 5 year contract

Maryland 10Us
Allegheny Power, Baltimore Gas
& Electric, Delmarva Power,

250 MW, 4 year contracts

Pepco
Pacific Gas & Electric 40 MW, 5 year contract
Public Service C(.)mpany of New 30 MW, 10 year contract
Mexico
Puget Sound Energy Pilot Program, 2 year contract
Salt River Project 50 MW, 3 year contract

San Diego Gas & Electric

25 MW, 10 year contract
25 MW expansion (pending regulatory
approval)

Southern California Edison

40 MW, 2 year contract
110 MW extension (pending regulatory
approval)

Tampa Electric Company

35 MW, 4 year contract

Tennessee Valley Authority

110 MW, 3 year contract

Xcel Energy (Colorado)

44 MW, 8 year contract




